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	What is a Health Savings Account?


Health Savings Accounts (HSAs) provide a tax-free incentive for employers and individuals to save for today’s and tomorrow’s medical expenses.  Health Savings Accounts are similar to Medical Savings Accounts (MSAs). MSAs have been available since 1997 for self-employed and small employers.  However, eligibility and contributions were highly restricted.  Effective January 1, 2004, HSAs (also referred to as expanded MSAs) will be available to the general public.  The funds contributed in an HSA are tax-deductible, and when used for medical expenses, are tax-free on distributions.  After age 65, the account may also be used as an additional retirement account, ordinary tax applies.  

There are two parts to an HSA...

     1. High Deductible Insurance Policy

A high deductible insurance policy is designed to insure for the catastrophic events, while you pay for the small expenses. Contact an insurance agent or company to determine what high deductible plans will qualify.  
The requirements of a Qualified High Deductible Plan for the Tax Year of 2004 are as follows:
	Deductible Requirements
	For 2004:

Min. = $1,000 for single

Min. = $2,000 for family

	Max. Out-of-Pocket 
	For 2004:

Max. = $5,000 for single

Max. = $10,000 for family


     2. Health Savings Account

A Health Savings Account is a tax exempt account with a financial institution in which you accumulate savings to pay for medical expenses. Contributions are tax deductible and income earned on funds in the HSA grow tax-deferred. An HSA allows you to enjoy tax reductions while having affordable premiums without risking your insurance protection.
Additional Benefits to an HSA …
MSA Bank is continuously investigating the changes to legislation.  The information provided is based on current analysis.  If any changes or developments occur, we will update our website resources.  *Note Below: Max. Deductible amounts have been replaced with Max.Out-of-pocket limits. 
	 
	MSA
	HSA

	Contribution Source
	Either individual or employer, not both
	Both Individual (or on behalf of the individual) and employer

	Contribution Levels
	Single- 65% of deductible
Family- 75% of deductible
	Up to 100% of deductible with a maximum of:
$2,600 for single coverage
$5,150 for family coverage
Note: These amounts are subject to change based on IRS rulings. 

	Deductible Ranges
	For 2003:
$1,700-2,500 for single
$3,350-5050 for family
	For 2004:
Min.=$1,000 for single*
Min.=$2,000 for family*

	Maximum Out-of-Pocket
(Includes deductible and any expenses incurred once deductible is met.) 
	For 2003:
Max. = $3,350 for single 
Max. = $6,150 for family
	For 2004:
Max.= $5,000 for single
Max.= $10,000 for family

	Who is Eligible?
	Self-employed and small employers (ave. 50 or less)
	Individual must be covered under a qualified high deductible health plan, below Medicare eligibility age, and not covered under any other health plan. 

	Is there a "catch-up" contribution provision for older workers? 
	No
	Individuals age 55 or older may contribute more to the account per year.  Starting in 2004, an additional $500 contribution is allowed, increasing $100 per year, up to $1,000 per year in 2009 and thereafter. 


If you would like additional information concerning HSAs, please visit our website at www.msabank.com  or contact our Personal Bankers at 800-357-6246. 
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